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EXECUTIVE SUMMARY
BEAVER DAM WATER COMPANY, INC.

SW-03067A-06_0397

On June 15, 2006, Beaver Darn Water Company, Inc. ("Beaver Dam" or "the Company")
filed an application for an extension of its Certificates of Convenience and Necessity ("CC&N")
to provide wastewater services in portions of Mohave County, Arizona. Beaver Darn serves
approximately 300 water customers and is located in the far northwest comer of Arizona, less
than 10 miles from both the Nevada and Utah borders.

Millennia Investment Corp. is planning to develop a 160-acre parcel known as Shadow
Ridge Subdivision which is expected to contain 392 lots at build-out. Phase l will be comprised
of 67 residential lots. Millennia plans to build the necessary wastewater infrastructure and
contribute it to Beaver Dam.

The proposed system will be an AdvanTex Treatment System, a package system using
engineered textile for the treatment media. The system includes onsite septic tanks but offsite
treatment. Staff concludes that the Company's proposed wastewater systems will have adequate
infrastructure to serve the proposed CC&N area and the cost estimates are reasonable.

Staff reviewed the Company's proposed plant in service, revenues, expenses and capital
structure and has made several adjustments. The Company proposes to acquire the entire
wastewater infrastructure for this CC&N via a line extension with developers. However, Staff
recommends that the Company be required to make an equity investment in securing the plant
needed to service the CC&N area and utilize a capital structure of 70 percent equity and 30
percent advances-in-aid-of-construction,

Staff determined the projected ra te base for  the wastewater  Plant  in Service to be
$521,281 at the end of five years. Staff recommends a rate of return in year 5 of operations of
8.10 percent. The Company is requesting a $40.00 per month charge for wastewater service
while Staff recommends $45 per month. The difference is caused by Staff" s addition of equity to
the capital structure.

Beaver Dam has successfully operated a water utility system which is in compliance with
both ADEQ and with the Commission. There is a need for wastewater service within a portion
of its water utility service area as evidenced by a request for service. Staff believes that Beaver
Dam is a fit and proper entity to provide utility wastewater service. Staff recommends approval
of the wastewater CC&N.

Staff also recommends that the Company file with Docket Control, in this docket, within
two years of the effect ive date of the decision in this  proceeding,  a  copy of its  Acquirer
Protection Permit from ADEQ.



Sta ff a lso recommends  tha t the  Company tile  within two yea rs  of the  e ffective  da te  of the
de cis ion in this  proce e ding, with Docke t Control, in this  docke t, a  copy of its  fra nchis e  firm
Moha ve  County.

Sta ff recommends tha t the  Company mainta in books and records  separa te ly for water and
wastewater.

S ta ff re comme nds  the  Compa ny utilize  a  ca pita l s tructure  of a pproxima te ly 70 pe rce nt
e quity a nd 30 pe rce nt a dva nce s -in-a id-of-cons truction a s  s hown on S che dule  DRE-WW-6
a ttached to Exhibit 3.

S ta ff a ls o re comme nds  a pprova l of S ta ffs  ra te s  a s  s hown on S che dule  DRE- -5
a ttached to Exhibit 3.

In addition to cha rging the  approved ra te s , S ta ff re comme nds  the  Commiss ion a llow the
Company to collect from its  customers  a  proportiona te  share  of any privilege , sa les  or use  tax.

S ta ff re comme nds  the  Compa ny be  re quire d to notify the  Commiss ion within 15 da ys  of
providing se rvice  to its  firs t cus tomer.

S ta ff re commends  the  Company be  required to file  a  ra te  applica tion no la te r than three
months  following the  fifth a nnive rsa ry of the  da te  the  Compa ny be gins  providing se rvice  to its
firs t cus tomer.

S ta ff re comme nds  the  Compa ny be  orde re d  to  ma in ta in  its  books  a nd  re cords  in
accordance  with the  NARUC Uniform Sys tem of Accounts  for Wate r and Wastewa te r Utilitie s .

Staff recommends the  Company be ordered to use  the  deprecia tion ra tes recommended by
S ta ff for was tewa te r utilitie s .

S ta ff re comme nds  the  Compa ny be  orde re d to file  in its  ne xt ra te  a pplica tion, a  ra te
design tha t includes some type  of volumetric charges to encourage  water conservation.

u
Fina lly, S ta ff recommends  tha t the  decis ion approving this  extens ion )hQuld be  deemed

null a nd void a fte r due  proce ss  if Be a ve r Da rn doe s  not comply with the  a bove  re quire me nts  in
the  time ordered.
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Beaver Dam Wate r Company, Inc.
Docke t No. S W-03067A-06-0397
Page 1

Introduction

On June  15, 2006, Beave r Dam Wate r Company, Inc. ("Beave r Dam" or "the  Company")
file d a n a pplica tion for a n e xte ns ion of its  Ce rtifica te s  of Conve nie nce  a nd Ne ce ss ity ("CC&N")
to provide  wa s te wa te r s e rvice s  in portions  of Moha ve  County, Arizona . Be a ve r Da ni s e rve s
a pproxima te ly 300 wa te r cus tome rs  a nd is  loca te d in the  fa r northwe s t come r of Arizona , le s s
tha n 10 mile s  from both the  Ne va da  a nd Uta h borde rs . The  le ga l de scription a nd a  ma p of the
loca tion of the  requested wastewater a rea  a re  a ttached as  Exhibit l.

Be a ve r Da m file d re que s ts  for s e rvice  from Ame rica n La nd Compa ny a nd Mille nnia
Inve s tme nt Corp. ("Mille nnia ") to provide  wa s te wa te r s e rvice  to the ir pla nne d de ve lopme nts .
Howe ve r, due  to the  ve ry pre limina ry na ture  of the  de ve lopme nt pla ns  for one  of the  a re a s ,
Beave r Dam s ignificantly reduced the  a rea  to which it is  reques ting to provide  se rvice  to jus t the
Mille nnia  de ve lopme nt, the  S ha dow Ridge  s ubdivis ion. The  re que s t now is  fo r a n  a re a
encompassing 67 res identia l units , the  firs t phase  of the  Shadow Ridge  subdivis ion.

Beaver Dam has  applied for a  Franchise  Agreement with Mohave  County but has  not ye t
file d the  a pprove d a gre e me nt. Be a ve r Da m is  in complia nce  with pre vious  Arizona  Corpora tion
Commiss ion de cis ions . The  Commiss ion's  Consume r Se rvice s  Se ction ha s  re porte d tha t it ha s
sea rched its  re cords  back to Janua ry 1, 2003 and the re  have  been no compla ints  or comments
filed rega rding the  Company.

Wastewater System

Mille nnia  is  pla nning to de ve lop a  l 60-a cre  pa rce l known a s  Sha dow Ridge  Subdivis ion
which is  e xpe cte d to conta in 392 lots  a t build-out. P ha se  1 will be  compris e d of 67 re s ide ntia l
lots . Mille nia  pla ns  to build the  ne ce ssa ry wa s te wa te r infra s tructure  a nd contribute  it to Be a ve r
Da m.

The  propose d sys te m will be  a n Adva nTe x Tre a tme nt Sys te m, a  pa cka ge  sys te m us ing
e ngine e re d te xtile  for the  tre a tme nt me dia . The  sys te m include s  ons ite  s e ptic ta nks  but offs ite
trea tment. Exhibit 2, S ta ff" s  Engineering Report, further describes  the  sys tem and the  costs . The
system requires  regula r monitoring and maintenance  and the  s ludge  from the  septic tanks  should
be  re move d e ve ry 3 to 7 ye a rs  de pe nding on wa s te wa te r flows , The  Compa ny will re move  the
s ludge  and has  included in its  ta riff, an amount to be  cha rged to each cus tomer a t the  time  the
sludge  is  removed.

The  e s tima te d cos t of pla nt to s e rve  the  s ubdivis ion a t build-out is  $924,336. S ta ff
concludes  tha t the  Company's  proposed wastewate r sys tems will have  adequa te  infras tructure  to
serve the proposed sewer CC&N area and the cost estimates are  reasonable.
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Arizona  De pa rtme nt of Environme nta l Qua lity Complia nce

The  Arizona De pa rtme nt of Environme nta l Qua lity ("ADEQ") ha s  de te rmine d tha t
Beave r Dam is  currently de live ring wa te r tha t mee ts  wa te r qua lity s tanda rds  required by Arizona
Adminis tra tive  Code , Title  18, Cha pte r 4. The  Compa ny doe s  not ha ve  a ny wa s te wa te r pla nt
facilitie s  a t this  time , the re fore , an ADEQ compliance  s ta tus  is  not applicable  a t this  time .

The  Compa ny re ce ive d  its  ADEQ Ce rtifica te  of Approva l to  Cons truct ("ATC") for
cons truction of the  propos e d P ha s e  I wa s te wa te r fa cilitie s . The  Compa ny ha s  a ls o re ce ive d
a pprova l of its  208 P la n Ame ndme nt. Howe ve r, the  Compa ny ha s  not re ce ive d its  Acquire r
P rote ction P e rmit from ADEQ. S ta ff re comme nds  tha t the  Compa ny file  with Docke t Control a
copy of its  APP within two yea rs  of the  e ffective  da te  of the  decis ion in this  proceeding.

Revenues, Expenses, Rate Base, Capital Structure and Rate of Return

Sta ff reviewed the  Company's  proposed plant in se rvice , revenues , expenses  and capita l
s tructure  a nd ha s  ma de  s e ve ra l a djus tme nts . Atta ch e d  a s  Exh ib it 3  is  S ta ffs  F in a n c ia l
Regula tory Ana lys is  Report which provides  the  adjus tments  in de ta il.

The  Company proposes  to acquire  the  entire  was tewa te r infra s tructure  for this  CC&N via
a  line  extens ion with deve lope rs . Howeve r, S ta ff recommends  tha t the  Company be  required to
ma ke  a n e quity inve s tme nt in s e curing the  pla nt ne e de d to s e rvice  the  CC&N a re a . S ta ff
typica lly recommends a ca pita l s tructure o f a pp roxima te ly 70% e quity to 30%
advances /contributions  in new CC&N applica tions . With the  Company having exclus ive  rights  to
provide  se rvice  to the  a rea  of the  CC&N, S ta ffs  adjus tment to the  Company's  proposed plant in
se rvice  re flects  the  goa l of ensuring a  s trong economic founda tion for the  Company and secure
wa s te wa te r s e rvice  for cus tome rs  in the  CC&N a re a . Se e  sche dule  DRE-WW-6 a tta che d to
Exhibit 3.

S ta ff adjusted re ve nue s , de pre cia tion e xpe nse  a nd income  ta x lia bility to re fle ct Staff' s
cha nge s  to the  ca pita l s tructure  of the  Compa ny. S ta ff a ls o ma de  a djus tme nts  a llowing for
payback of advances  a t a  ra te  of 10 percent of the  annua l revenue  genera ted on the  sys tem and
for the  pa yba ck of the  Compa ny's  Se rvice  Line  Conne ction Cha rge  a t a  ra te  of 10 pe rce nt pe r
annum of the  balance  collected.

S ta ff de te rmine d the  proje cte d ra te  ba s e  for the  wa s te wa te r P la nt in  S e rvice  to  be
$521,281 a t the  e nd of J ive  ye a rs . S ta ff re comme nds  a  ra te  of re turn in ye a r 5 of ope ra tions  of
8. 10 percent.

Ra te s

All of the  Company's  projected revenues  a re  de rived from the  res identia l cus tomer cla ss .
The  was tewa te r ra te s  reques ted by the  Company a re  a  monthly Ha t fee . S ta ff concurs  with the
Compa ny on its  propos e d monthly fla t fe e  ra te  de s ign in this  initia l CC&N a pplica tion. The
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Compa ny is  re que s ting  a  $40.00 pe r month  cha rge  for wa s te wa te r s e rvice  while  S ta ff is
re comme nding $45 pe r month. The  diffe re nce  is  due  to S ta ffs  a ddition of e quity to the  ca pita l
s tructure .

However, S ta ff recommends  tha t with the  Company's  next ra te  applica tion, it be  required
to  file  a  ra te  de s ign tha t us e s  s ome  type  of volume tric  ra te s  in  orde r to  e ncoura ge  wa te r
conse rva tion. S ta ff a lso concurs  with the  Company's  proposed commercia l monthly fla t fee  ra te .

S ta ff re comme nds  tha t the  Compa ny propos e d re e s ta blis hme nt of s e rvice  (within 12
months) cha rge  be  adjus ted to months  off the  sys tem multiplied by the  fla t monthly fee  to re flect
Commis s ion rule  A.A.C. R14-2-603(D). S ta ff a ls o re comme nds  a  la te  pa yme nt pe na lty of
1.50% of unpa id monthly ba la nce  pe r month. The  othe r s e rvice  cha rge s  propose d we re  found
reasonable  and should be  adopted for the  Company's  initia l ra tes .

The  Compa ny ha s  re que s te d a  ra te  in its  propos e d ta riff for the  ma inte na nce  of the
cus tome r's  on s ite  s e ptic ta nks . The  tre a tme nt s ys te m the  Compa ny ha s  chos e n re quire s
ma inte na nce  of s ludge  le ve ls  in the  s e ptic ta nks  for the  ove ra ll s ta bility of the  wa s te wa te r
trea tment as  a  whole . The  Company proposes  to annua lly check each customer's  septic tank and
whe n ne ce s sa ry ha ve  the  ta nk pumpe d. S ta ff is  no t in  oppos ition  to  th is  inc lus ion  in  the
Company's  ta riff as  long as  it is  noted tha t customers  have  the  right to choose  whether to use  the
Company's  se rvice  or secure  an outs ide  se rvice  for the  pumping of the ir septic tanks.

The  Compa ny ha s  propose d tha t the  s e rvice  line  conne ction cha rge  be  colle cte d from
cus tome rs  a s  a  contribution in a id of cons truction. This  would in e ffe ct be  a  hookup fe e  for
cus tome rs  to conne ct to the  s ys te m. S ta ff policy is  not to re comme nd hookup fe e s  for initia l
CC&N a pplica tions . S ta ff re comme nds  tha t this  cha rge  be  colle cte d a s  a n a dva nce  in a id of
construction and be  refunded a t 10 percent of the  collected ba lance  annually.

Conclusions and Recommendations

Beaver Dam has  successfully ope ra ted a  wa te r utility sys tem which is  in compliance  with
both ADEQ a nd with the  Commiss ion. The re  is  a  ne e d for wa s te wa te r s e rvice  within a  portion
of its  wa te r utility se rvice  a rea  a s  evidenced by a  reques t for se rvice . S ta ff be lieves  tha t Beave r
Da m is  a  fit a nd prope r e ntity to provide  utility wa s te wa te r se rvice . S ta ff re comme nds  a pprova l
of the  wastewater CC&N. Sta ff a lso recommends  tha t the  Company file  with Docke t Control, in
this  docke t, within two yea rs  of the  e ffective  da te  of the  decis ion in this  proceeding, a  copy of its
Acquire r P rote ction P e rmit from ADEQ.

Sta ff a lso recommends tha t the  Company file  within two years  of the  e ffective  da te  of the
de cis ion in this  proce e ding, with Docke t Control, in this  docke t, a  copy of its  fra nchis e  from
Moha ve  County.

Staff recommends tha t the  Company mainta in books and records separa te ly for water and
wastewater.
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S ta ff re comme nds  the  Compa ny utilize  a  ca pita l s tructure  of a pproxima te ly 70 pe rce nt
e quity a nd 30 pe rce nt a dva nce s -in-a id-of-cons truction a s  s hown on S che dule  DRE-WW-6
a ttached to Exhibit 3.

S ta ff a ls o re comme nds  a pprova l of S ta ffs  ra te s  a s  s hown on S che dule  DRE-WW-5
a ttached to Exhibit 3.

In addition to cha rging the  approved ra te s , S ta ff re commends  the  Commiss ion a llow the
Company to collect from its  customers  a  proportiona te  share  of any privilege , sa les  or use  tax.

S ta ff re comme nds  the  Compa ny be  re quire d to notify the  Commiss ion within 15 da ys  of
providing se rvice  to its  firs t cus tomer.

S ta ff re commends  the  Company be  required to tile  a  ra te  applica tion no la te r than three
months  following the  fifth a nnive rsa ry of the  da te  the  Compa ny be gins  providing s e rvice  to its
firs t cus tomer.

S ta ff re comme nds  the  Compa ny be  orde re d  to  ma in ta in  its  books  a nd  re cords  in
accordance  with the  NARUC Uniform Sys tem of Accounts  for Wate r and Wastewa te r Utilitie s .

Staff recommends the  Company be ordered to use  the  deprecia tion ra tes recommended by
S ta ff for was tewa te r utilitie s .

S ta ff re comme nds  the  Compa ny be  orde re d to tile  in its  ne xt ra te  a pplica tion, a  ra te
design tha t includes some type  of volumetric charges to encourage  water conservation.

Fina lly, S ta ff re commends  tha t the  decis ion approving this  extens ion should be  deemed
null a nd void a fte r due  proce ss  if Be a ve r Da m doe s  not comply with the  a bove  re quire me nts  in
the  time  ordered.



EXHIBIT 1

MEMORANDUM

TO: Lida Jaress
Executive Consultant III
Utlllt\65 Dlvl5lor1

FROM: Barb Wells
lnformatlo\4 Technology Eipeclainst
Utllztues Dlvl5lon

T|'1 RU : Del Smith
Enqmeermg Supervisor
Utlllt1e5 Dwlslon

DATE : Auquat Q, 2007

RE : BEAVER DAM WATER IIUMPANY [lloGKET NO. w-n3naln-ua-oasm
THIRD AMENDED lEGlll DESIIRIPTIUN

It Mas come to my attention that the map I included with my memo for the second
amended legal descraptlon on July 27, 2007, ms incorrect. Attached is the correct
map. Also attached is tlwe correct legal description (to ellmmate comuslon) which
should be used m place of the orlqmal description submitted with the application as well
as all subsequent amerldments.

I 95w

Attachments

cc: Mr. Bob Fr»5by
MY. Deb Person (Wand Carried)
Mr. Jlarl Liu
F1l€
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SHADDW RIDGE SUBDIVISIUN
PRGPERTY DESCRIPTION

A P arce l of Land s itua ted in portions  of S ections  17 and 21, Gila  and S a lt
River Meridian, Mohave  County, Arizona  be ing more  particula rly described
as  follows :

A11 of the  We s t Ha lf of the  North Ha lf of the  Northe a s t Qua rte r of the
Northe a s t Qua rte r (WI/2 N1/2 NEI/4 NE1/4) a nd 'the  We s t Ha lf of the
S outh Ha lf of the  Northeas t Quarte r of the  Northeas t Quarte r (WI/2 S 1/2
NEl/4 NEl/4) of S ection 17, Township 39 North, Range  16 Wes t, Gila  and
Salt River Base  Meridian, Mohave County, Arizona (Parcel 402-84-012 and
402-84013, Fee#2003040864, Book 4505, Page 564)

A11 of the  S outhwe s t Qua rte r of the  S outhe a s t Qua rte r of the  Northe a s t
Quarte r (SW1/4 SEl/4 NEI/4) and the  South Half of the  Northwes t Quarte r
of the  S outhe a s t Qua rte r of the  Northe a s t Qua ke r (S l/2 NW1/4 S El/4
NE I/4 ) a nd  the  North  Ha lf o f the  North  Ha lf o f the  E a s t Ha lf o f the
Southeas t Quarte r of the  Northeas t Quarte r (Nl/2 N1/2 E1/2 SE1/4 NE1/4)
a nd the  North Ha lf of the  North Ha lf of the  We s t Ha lf of the  S outhe a s t
Qua rte r of the  Northe a s t Qua rte r (Nl/2 N1/2 W1/2 S EI/4 NEI/4) a nd the
Southeast Quarter of the Southeast Quarter of the Northeast Quarter (SE1/4
SEI/4 NEI/4) and the  South Half of the  Northeas t Quarte r of the  Southeas t
Quarte r of the  Northeas t Quarte r (S1/2. NE1/4 SEI/4 NEI/4) of Section 17,
Towns hip 39 North, Ra nge  16 We s t, Gila  a nd S a lt Rive r Ba s e  Me ridia n,
Moha ve  County, Arizona , (P a rce l 402-84-001,002,005 a nd 006, Fe e #
2003026459, Book 4439, Page 485), subject to a  20 foot Access  Easement
and Utility Easement a long the  Eas t Boundary Line  (Fee# 91-19036, Book
1878, Page 462) .

A11 of the Northeast Quarter of the Southeast Quarter (NEI/4 SEI/4) and the
Eas t Ha lf of the  S outhea s t Qua rte r of the  S oudiea s t Qua rte r (El/2 S E1/4
S El/4) of S e ction 17, Towns hip 39 North, Ra nge  16 We s t, Gila  a nd S a lt
River Base Meridian, Mohave County, Arizona (Parcel 402-84-019), subj act
to a 20 foot Access Easement and Utility Easement along the East Boundary
Line  (Fee# 90-45221, Book 1749, Page 652) EXCEPT the  South 42 fee t for
a Mohave County Road Right-of~Way (Book5217, Page 241)



All of the  Northwe s t Qua rte r of the  Northwe s t Qua rte r (NW1/4 NWI/4) of
Section 21, Township 39 North, Range  16 Wes t, Gila  and Sa lt River Base
Meridian, Mohave County, Arizona, (Parcel 402-25~142, Fee# 2002004987,
Book 3973 P a ge  119), EXCEP T the  North 42 fe e t for a  Moha ve  County
Road Right-of-Way (Book 3099, Page  663), the  Wes t 42 fee t and the  Eas t
25 feet (Book 2298, Page 247) for a  Mohave County Road Right-of-Ways

All of the  North Ha lf of the  Northwes t Quarte r of the  S outhwes t Quarte r of
the  S outhwe s t Qua rte r (Nl/2  NVV1/4  S W1/4  S W1/4) of S e c tion  21 ,
Township 39 North, Range  16 Wes t, Gila  and S a lt Rive r Base  Me1-idian,
Moha ve  County, Arizona  (Fe e # 2003013773, Book 4382 P a ge  619),
EXCEPT the  Wes t 42 fee t for a  Mohave  County Road Right-of-Way (Book
1810 Page 847)

Containing 160 Acres more or less.



EXHIBIT 2

MEMORANDUM

TO: Linda Jaress
Exe cutive  Consulta nt III

FRO M: J ia o W. Liu
Utilitie s  Engine e r

DATE : August 3, 2007

BEAVER DAM WATER COMP ANY, INC.
DOCKET no. S W-03067A-06-0397 (CC&N -WAS TEWATER)

Introduction

Be a ve r Da m Wa te r Compa ny, Inc .  ("Be a ve r Da m" o r "the  Compa ny") ha s  be e n
ope ra ting a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") for wa te r s ince  1988.
The  Company's  exis ting CC&N for wa te r has  an a rea  tota ling approxima te ly 8,792 acres
(a pproxima te ly 13.74 squa re  mile s ). The  Be a ve r Da m wa te r sys te m curre ntly is  se rving
a pproxima te ly 300 conne ctions . The  Compa ny is  loca te d in the  e xtre me  northwe s t
comer of the  s ta te  in Mohave  County.

On June  14, 2006, Beave r Dam filed a  CC&N applica tion to provide  sewer se rvice  to its
exis ting wa te r CC&N a rea .

On June  25, 2007, Beave r Dam amended its  CC&N applica tion to provide  sewer se rvice
to approximate ly 160 acres  loca ted within southwest of its  exis ting wa te r CC&N area .

Millennia  Inves tment Corpora tion ("Deve lope r") is  planning to deve lop a  160-acre  pa rce l
("the  propos e d s e we r CC&N a re a "). This  ne w de ve lopme nt known a s  S ha dow Ridge
S ubdivis ion will ha ve  a pproxima te ly 392 lots  a t build-out. The  De ve lope r is  willing to
build the  necessary wastewater infrastructure  and convey it to Beaver Dam.

Developer's Proposed Wastewater Systems

The  Deve lope r is  propos ing to cons truct the  necessa ry was tewa te r infra s tructure  in two
pha se s . P ha se  I will conta in 67 lots , a nd de s ign flow is  24,200 ga llon pe r da y ("GP D").
Phase  II will conta in 325 lots , and des ign flow is  117,000 GPD,

S ta ff conclude s  tha t the  Compa ny's  propose d wa s te wa te r sys te ms  will ha ve  a de qua te
infrastructure  to serve  the  proposed sewer CC&N area .

RE:
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Cost Ana lys is

The  Compa ny s ubmitte d  the  fo llowing e s tima te d  p la nt-in-s e rvice  a mounts  for the
Adva nTe x Tre a tme nt Fa cility:

Cost per ga llon to trea t wastewater:
Cost per connection (assume 360 god):
Tota l (for 392 lots ):

$6.55
$2,358
$924,336

Sta ff has  reviewed the  proposed p1ant~in-se rvice  a long with the  Company's  Conceptua l
S e we r S ys te m S tudy a nd found the  p la nt fa cilitie s  a nd cos t to  be  re a s ona ble  a nd
a ppropria te . Howe ve r, a pprova l of this  CC&N a pplica tion doe s  not imply a ny pa rticula r
future  trea tment for de te rmining the  ra te  base . No "used and use ful" de te rmina tion of the
propos e d pla nt-in-s e rvice  wa s  ma de , a nd no conclus ions  s hould be  infe rre d for ra te
making or ra te  base  purposes in the  future .

Arizona Corporation Commission ("ACC") Compliance

According to the  Utilitie s  Divis ion Compliance  Section (Compliance  Section Ema il da ted
Augus t 2> 2007), the  Compa ny ha s  no outs ta nding complia nce  is sue s  for the  e xis ting
water systems.

Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") Complia nce

Compliance  Sta tus

ADEQ ha s  de te rmine d tha t the  e xis ting Be a ve r Da m Wa te r S ys te ms  a re  curre ntly
de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive
Code , Title  18, Chapte r 4.

The  Compa ny doe s  not ha ve  a ny wa s te wa te r pla nt fa cilitie s  a t this  time , the re fore , a n
ADEQ compliance  s ta tus  is  not applicable  a t this  time .

Approva l to Cons truct

The  Compa ny submitte d to S ta ff its  ADEQ Ce rtifica te  of Approva l to Cons truct ("ATC")
for construction of the  proposed Phase  I wastewater facilities .

Aquife r Protection Permit and Section 208 Plan Amendment

The  Compa ny s ubmitte d  to  S ta ff its  ADEQ 208 P la n  a pprova l. S ince  a n Aquife r
P rote ction P e rmit ("AP P ") re pre s e nts  funda me nta l a uthority for the  de s igna tion of a
wastewater se rvice  a rea  and a  wastewater provider, S ta ff recommends tha t the  Company
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file  with Docke t Control a  copy of its  AP P  within two ye a rs  of the  e ffe ctive  da te  of the
decis ion in this  proceeding.

Wa s te wa te r De pre cia tion Ra te s

The  S ta ff s  typica l and cus tomary Wastewate r Deprecia tion Ra tes  a re  presented in Table
A a nd it is  re comme nde d tha t the  Compa ny use  the se  de pre cia tion ra te s  by individua l
NARUC ca tegory as  de linea ted in the  a ttached Table  A.

S umma ry

Conclus ions

A. S ta ff conclude s  tha t the  Compa ny's  propos e d wa s te wa te r s ys te ms  will ha ve
adequate infrastructure to serve the requested areas.

B. According to  the  Utilitie s  Divis ion Complia nce  S e ction (Complia nce  S e ction
Email da ted August 2, 2007), the  Company has  no outs tanding compliance  issues
for the  exis ting wate r systems.

C. S ta ff conclude s  tha t the  propos e d pla nt fa cilitie s  a nd cos t a re  re a s ona ble  a nd
appropria te . However, no "used and use ful" de te rmina tion of this  plant-in-se rvice
was made , and no particula r future  trea tment should be  infe rred for ra te  making or
rate  base purposes in the future .

Recommendations

S ta ff re comme nds  tha t the  Compa ny tile  with Docke t Control copy its  of AP P
within two years  a fte r a  decis ion is  issued in this  proceeding.

2.

1.

S ta ff re comme nds  tha t the  Compa ny use  the  wa s te wa te r de pre cia tion ra te s  by
individua l NARUC.ca tegory as  de linea ted in the  a ttached Table  A.



Ave ra ge
S e wlc e  Life

(Ye a rs )
I 354 Structures & Improvements 30

n-

3.33

363

Power Generation Equlpment 20 5.00

Collection Sewers --. Force 50 2.0

Collection Sewers- Gravity 50 2.0

Special Collecting Structures 50 2.0

Services to Customers 50 2.0

364

370

Flow Measuring Devices 10

Flow Measuring Insta lla tions 10

Reuse Services 50

Reuse  Meters & Meter Insta lla tions 12

Recelvmg Wells 30

371 Pumping Equlpment 8

Reuse  Distribution Reservoirs 40

Reuse  Transmission & Distribution System 40

Treatment 8; Disposal Equlpment 20

P la nt S e we rs 20 5.0 I

Outfa ll S e we r Line s 30 3.33

Other P lant & Miscellaneous Equlpment 15

Office  Furniture  & Equipment 15

Computers  & Software 5

Transporta tion Equipment 5

Stores Equlpment 25
I 393 Tools, Shop & Garage Equlpment 20

Labora tory Equipment 10 10.0

Power Operated Equlpment 20 5.0

Communication Equipment 10 10.0

Miscellaneous Equipment 10 10.0

355

360

361

362

363

364

365

366

367

10.0

10.00

2.00

8.33

3.33

12.50

2.50

2.50

5.0

370

371

374

375

380

381

382

389

390

390.1
391

392

6.67

6.67

20.0

20.0

4.0

5.0

394

395

396

397
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Table  A. Wastewater Deprecia tion Rates

NAR UC
Acct. No.

De pre cia ble  P la nt
An n u a l

Accrua l Ra te

(% )



EXHIBIT 3

MEMORYANDUM

TO: Linda Jaress
Exe cutive  Cons ulta nt HI Utilitie s  Divis ion

FRO M: Darak R. Eaddy 918
P ublic Utilitie s  Ana lys t I - Utilitie s  Divis ion

DATE : September 4, 2007

B E AVE R  D AM WATER CO MP ANY, INC. AP P LICATION
CERTIFICATE OF CONVENIENCE AND NECES S ITY
DOCKET NO. S W-03067A-06-0397

F O R  N E W

In tro d u c tio n

On J une  14 , 2006 , Be a ve r Da m Wa te r Compa ny, Inc . ("Compa lly") s ubmitte d  a n
a pp lica tion  to  the  Arizona  Corpora tion  Commis s ion  ("Co lmnis s ion") fo r a  Ce rtifica te  o f
Conve nie nce  a nd Ne ce s s ity ("CC&N") to provide  public utility wa s te wa te r s e rvice s  in Moha ve
County, Arizona . The  a pplica tion indica te s  tha t the  Compa ny is  curre ntly providing wa te r
se rvice  to the  a rea  reques ted in this  CC&N applica tion. The  applica tion a lso indica te s  tha t the re
a re  pre sently no cus tomers  rece iving was tewa te r se rvice  in the  a rea  of the  reques ted CC&N. At
the  end of five  years  the  wastewate r Company is  prob ecting to be  se rvicing 400 customers , a ll of
whom will be  re s ide ntia l.

Fa ir Va lue  Ra te  Ba s e

Cons is tent with Commiss ion rule s , the  Company's  filings  included the  required five -yea r
proje ctions  for p la nt va lue s , ope ra ting re ve nue s , ope ra ting e xpe ns e s , a nd the  numbe r of
customers . Projections  and assumptions  a re  necessary to es tablish a  fa ir va lue  ra te  of re turn and
initia l ra tes  due  to the  lack of his torica l information. 111 this  proceeding, origina l cos t ra te  base  is
the  fa ir va lue  ra te  base .

RE:

S ta ff re vie we d  the  Compa ny's  p ropos e d  P la n t in  S e rvice  a nd  ha s  ma de  s e ve ra l
adjustments . The  Compa ny propos e s  to a cquire  the  e ntire  wa s te wa te r infra s tructure  for this
CC8LN via  a  line  e xte ns ion with de ve lope rs . Howe ve r S ta ff re comme nds  tha t the  Compa ny be
re quire d to ma ke  a n e quity inve s tme nt in se curing the  pla nt ne e de d to se rvice  the  CC&N a re a .
S ta ff typ ic a lly re c o mme n d s  a  c a p ita l s tru c tu re  o f a p p ro xima te ly 7 0 %  e q u ity to  3 0 %
a dva nce s /contributions  in ne w CC&N a pplica tions . With the  Compa ny ha ving e xclus ive  rights
to provide  se rvice  to the  a rea  of the  CC&N, S ta ff s  adjus tment to the  Company's  proposed P lant
in S e rvice  re fle cts  the  goa l of e ns uring a  s trong e conomic founda tion for the  Compa ny a nd
secure  wastewater service  for customers in the  CC8cN area . See  schedule  DRE-WW-6.
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S ta ff re vie we d the  Compa ny's  re ve nue  a nd e xpe nse s  proje ctions  a nd found the m to be
genera lly reasonable . However, S ta ff adjusted the  deprecia tion expense  to re flect changes  made
to the  capita l s tructure  of the  Company. S ta ff a lso adjus ted the  proposed income  taxes  to re flect
cha nge s  in propose d income  ta x lia bility a s  a  re sult of S ta ff a djus tme nts  to propose d re ve nue s
and deprecia tion expense . See  Schedule  DRE-WW-l.

S ta ff reviewed the  Company's  a ccumula ted deprecia tion a t the  end of the  fifth yea r and
made adjustments to reflect Staff" s  adj vestment to the  Company's  proposed capita l s tructure , The
Company proposed no deprecia tion expense  re flecting a  100% advance  capita l s tructure . S ta ffs
a djus tme nt re fle cts  a n a pproxima te ly 70% e quity to 30% a dva nce  ca pita l s tructure  for P la nt in
Service . See  Schedule  DRE-WW-3.

S ta ff re vie we d Adva nce s  in Aid of Cons truction a nd ma de  a djus tme nts  to re fle ct only a
30% advance  for was tewa te r infra s tructure  ins tead of the  Company's  proposed 100% advance .
Sta ff made  a llowances for the  payback of advances  a t a  ra te  of 10 percent of the  annual revenue
ge ne ra te d on the  sys te m. S ta ff a ls o ma de  a n a llowa nce  for the  pa yba ck of the  Compa ny's
Service  Line  Connection Charge  a t a  ra te  of 10 percent pe r annum of the  ba lance  collected. See
Schedule  DRE~WW-4.

S ta ff de te rmine d the  proje cte d ra te  ba s e  for the  wa s te wa te r P la nt in  S e rvice  to  be
$521,281 a t the  end of five  yea rs . See  Schedules  DRE-WW-l and DRE-WW-2.

S ta ff re comme nds  tha t the  Compa ny be  re quire d to use  the  de pre cia tion ra te s  for the
wastewater company recommended in the  Staff Engineering Report.

Revenue and Expenses

As jus tifica tion for the  initia l ra tes , the  Company has  es timated its  revenue  and expenses .
The  revenue  es timates  were  adjusted by Sta ff (through adjustment of the  recommended ra tes) in
orde r to obta in a  re turn on inve s tme nt of 8.10% in ye a r 5. S ta ff a lso re vie we d the  Compa ny's
e xpe nse  e s tima te s  a nd a s  pre vious ly note d a djus te d income  ta xe s  e xpe nse  a nd de pre cia tion
e xpe nse  to re fle ct S ta ffs  re comme nde d ca pita l s tructure  a nd S ta ff's recommended wastewater
ra te s . See  Schedule  DRE-WW-l .

Rate Design

A11 of the  Company's  projected revenues a re  derived from the  residentia l customer class .
Staff has  reviewed the  estimates  and made  an adjustment to the  Company's  proposed residentia l
ra te  to a chie ve  a n a pproxima te  8% re turn on inve s tme nt in ye a r 5. The  a djus tme nt to the
Compa ny's  propos e d re s ide ntia l ra te s  wa s  ne ce s s a ry to  re fle ct S ta ffs  a djus tme nts  to  the
Company's  proposed capita l s tructure  and proposed expenses . The  wastewate r ra tes  reques ted
by the  Compa ny a re  a  monthly fla t fe e . S ta ff concurs  with the  Compa ny on its  propos e d
monthly fla t fee  ra te  des ign. However S ta ff does  recommend tha t with the  Company's  next ra te
applica tion, it be  required to file  a  ra te  des ign tha t utilize s  some  type  of volumetric ra te s  in orde r
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to e ncoura ge  wa te r conse rva tion. S ta ff a lso concurs  with the  Compa ny's  propose d comme rcia l
monthly fla t fe e  ra te .

S ta ff re comme nds  tha t the  Compa ny propos e d re e s ta blis hme nt of s e rvice  (within 12
months) cha rge  be  adjus ted to months  off the  sys tem multiplied by the  fla t monthly fee  to re flect
Commis s ion  mle  A.A.C. Rl4-2-603(D). S ta ff a ls o re comme nds  a  la te  pa yme nt pe na lty of
1.50% of unpa id monthly ba la nce  pe r month. The  othe r s e rvice  cha rge s  propose d we re  found
reasonable  and should be  adopted for the  Company's  initia l ra tes . See  Schedule  DRE-WW-5.

The  Compa ny ha s  re que s te d a  ra te  in its  propos e d ta riff for the  ma inte na nce  of the
cus tome rs  on s ite  s e ptic ta nks . The  tre a tme nt s ys te m the  Compa ny ha s  chos e n re quire s
ma inte na nce  of s ludge  le ve ls  in the  s e ptic ta nks  for the  ove ra ll s ta bility of the  wa s te wa te r
trea tment as  a  whole . The  Company proposes  to annua lly check each customer's  septic tank and
whe n ne ce s sa ry ha ve  the  ta nk pumpe d. S ta ff is  no t in  oppos ition  to  th is  inc lus ion  in  the
Company's  ta riff as  long as  it is  noted tha t customers  have  the  right to choose  whether to use  the
Company's  se rvice  or secure  an outs ide  se rvice  for the  pumping of the ir septic tanks .

The  Compa ny ha s  propose d tha t the  s e rvice  line  conne ction cha rge  be  colle cte d from
cus tome rs  a s  a  contribution in a id of cons truction. This  would in e ffe ct be  a  hookup fe e  for
cus tome rs  to conne ct to the  s ys te m. S ta ff policy is  not to re comme nd hookup fe e s  for initia l
CC8LN a pplica tions . S ta ff re comme nds  tha t'this  cha rge  be  colle cte d a s  a n a dva nce  in a id of
construction and be  refunded a t 10 percent of the  collected ba lance  annually.

Recommendations

Staff recommends :

approva l of S ta ff" s  ra te s  a s  shown on Schedule  DRE-WW-5. In addition to collection
of its  regula r ra tes , the  Company may collect from its  customers  a  proportiona te  share
of any privilege , sa les  or use  tax.

the  company utilize  a  capita l s tructure  of approximate ly 70% equity to 30% advances
in a id of cons truction as  shown on schedule  DRE-WW-6.

the  Compa ny be  re quire d to  notify the  Commis s ion within 15 da ys  of providing
se rvice  to its  firs t cus tomer.

the  Compa ny be  re quire d  to  tile  a  ra te  a pplica tion  no  la te r tha n  thre e  months
following the  fifth a nnive rsa ry of the  da te  the  Compa ny be gins  providing se rvice  to
its  firs t cus tomer.

the  Compa ny be  re quire d to ma inta in its  books  a nd re cords  in a ccorda nce  with the
NARUC Uniform Sys tem of Accounts  for Wa te r and Was tewa te r Utilitie s .
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the  Compa ny be  re quire d to us e  the  de pre cia tion ra te s  re comme nde d by S ta ff for
was tewa te r utilitie s .

the  Company be  required to tile  in its  next ra te  applica tion, a  ra te  des ign tha t includes
some type  of volumetric charges to encourage  water conserva tion.



YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5

Beaver DamWater Company, Inc.
Docket Number SW-03067A-06-0397

Schedule DRE-WW-1

WASTEWATER
Proforma Income Statement and
Original Cost Rate Base

Operating Revenue:
Flat Rate Revenue
Measured Revenue
Established Charges
Other Operating Revenue

Total Operating Revenue

$54,000
$0

$2,500
$350

556,850

$94,500
$0

$4,375
$613

$99,488

3135,000
$0

$6,250
$875

$142,125

$175,500
$0

$8,125
$1,138

$184,763

$216,000
$0

$10,000
$1 ,400

$227,400

Operating Expenses:
Operation and Maintenance
Depreciation
Property Taxes
Income Taxes

45,420
28,742

3,000
50

62,785
29,342

3.500
810

91,360
31,609

4,000
3.181

112,262
32,209
4,500

7,514

134,546
34,432

5,00o
11 ,214

Total Operating Expense

Operating Income/(Loss)
Less:
Interest Income
Net Income

$77,212

($20,363)

$96,438

$3.050

$130,151

$11,974

3156,485

$28,277
$185,192

$42,208

0
(20,363)

0
3,050

0
$11,974

0
$28,277

0
$42,208

Number of Customers
Residential
Commercial

Total

100
0

100

175
0

175

250
0

250

325
0

325

400
0

400

Plant in Service
Less: Accumulated Depreciation
Net Advances in Aid of Construction
Plus: 1/24 Power
Plus: 1/8 Operation and Maintenance
ORIGINAL COST RATE BASE
Rate of Return

$768,592
28,742

258,578
125

5,303
$486,700

_4.18%

$798,592
58,085

282,893
218

7,193
$465,026

0.66%

$888,592
89,694

316,944
312

10,484
$492,750

2.43%

$918,592
121,904
325,731

406
12,816

5484,179

5.84%

$1 ,006,392
156,336
344,595

499
15,321

$521 ,281
8.10%
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Schedule DRE-WW-2

PLANT IN SERVICE - WASTEWATER

Acc't No. Description Cost
Year One

.Additions
Year Two

Additions
Year Three

Additions
Year Four

Additions
Year Five

Plant Total
Year Five

56,400.00
54,169.00
8,500.00

56,400,00
54,169.00
8,500.00

21 1,000.00 30,000.00 80,000.00 30,000.00 77,800.00 428,800.00

B,000.00 8,000.00

400,523.00 400,523.00

351
352
353
354
355
360
361
362
363
364
365
370
371
374
375
380
381
382
389
390

3904
391
392
393
394
395
396
397

Organization
Franchises
Land and Land Rights
Structures and Improvements
Power Generation Equipment
Collecting Sewers-Force
Collecting Sewers-Gravity
Special Collecting Structures
Services to Customers
Flow Measuring Devices
Flow Measuring installations
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Transmission and Distribution
Treatment and Disposal Equip
Plant Sewers
Outfali Sewer Lines
Other Plant and Misc. Equip.
Office Furniture and Equip.
Computers 8- Software
Transportation Equipment
Stores Equipment
Tools, Shop and Garage Equip.
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Totals

30,000.00 10,000.00 10,000.00 50,000,00

$768,592 $30,000 $90.000 $30,000 $87,800 $1,006,392
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Schedule DRE-WW-3

PLANT IN SERVICE WASTEWATER
Annual Accumulated Depreciation

1st year 2nd year
Acc. Dear. Acc. Dear.

3rd year
Acc. Dear.

4th year
ACC. Depr.

5th year
Acc. Dear.

1 .804
425

3.608
850

5,411.48
1,275.00

7,215.31
1,700.00

9,019
2,125

4,220 9,040 15,460.00 22,480.00 31,056

266 533 799.20 1,065.50 1.332

20,026 40,052 60,078.45 80,104.60 100,131

Acc't No.
351
352
353
354
355
360
361
362
363
364
365
370
371
374
375
380
381
382
389
390

390. 1
391
392
393
394
395
396
397

Description
Organization
Franchises
Land and Land Rights
Structures and Improvements
Power Generation Equipment
Collecting Sewers-Force
Collecting Sewers-Gravity
Special Collecting Structures
Services to Customers
Flow Measuring Devices
Flow Measuring Installations
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Transmission and Distribution
Treatment and Disposal Equip.
Plant Sewers
Outfall Sewer Lines
Other Plant and Misc. Equip.
Office Furniture and Equip,
Computer Equipment
Transportation Equipment
Stores Equipment
Tools, Shop and Garage Equip.
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Totals

2,001 4,002 6,670.00 9,338.00 12,673

Staffs
PIS Year 5 D

$0
$0

$56,400
$54,169
$8,500

$0
$428,800

$0
$0
$0
$0

$8,000
$0
$0
$0

$400,523
$0
$0

$50,000
$0
$0
$0
$0
$0
$0
$0
$0
$0

$1 ,006,392 |

Staff's
Apr. Rat
0.00%
0.00%
0.00%
3.33%
5.00%
2.00%
2.00%
2.00%
2.00%

10.00%
10.00%
3.33%

12.50%
2.50%
2.50%
5.00%
5.00%
3.33%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00%

10.00%
5.00%

10.00%
10.00%

I $28.742 $58,081 $89,693 $121,903 $156,336



Beaver Dam Water Company, Inc.
Docket Number SW-03067A-06-0397

Schedule DRE-WW-4

Advances in Aid of Construction

Year Refund
10.00%

10.00%
10.00%
10.00%
10.00%
10.00%

1

2

3

4

5

$
$
$
$
$

Gross
Advances

258,578
30,000
48,000
30,000
47,340

Cumin.
Advances

$ 258,578
35 282,893
$ 316,944
$ 325,731
38 344,595

Net Plant
Advances Refunded

5,685
13,949
21 ,213
28,476
35,740

Net
Advances
Balance

252,893
268,944
295,731
297,255
308,855



Beaver Dam Water Company, Inc.
Docket Number SW-03067A-06-0397

Schedule DRE-WW-5

RATE DESIGN-WASTEWATER

Minimum Monthly Flat Charge
Residential
Commercial

Company
Proposed
Rates

$40.00
60.00

Staff
Recommended

Rates
$45.00

60.00

Effluent Sales
Treated Effluent per 1,000 gallons $ 0.25 0.25

Service Line Connection Charges $ 400,00 400.00

25.00
50.00
0.00
0%

25.00
50.00
0.00
0%

25.00
15.00
10.00

*

Service Charges
Establishment of Service
Reconnection/Delinquent
Deposit
Deposit Interest
Re-establishment of Service (Within 12 months)
NSF Check
Late Payment Penalty
(per month on unpaid balance)

15.00
1.50%

* Per Commission Rules A.A.C, R14-2-603(D).



a w

R

Beaver Dam Water Company, Inc,
Docket Number SW-03067A-06-0397

Schedule DRE-WW-6

Equity- Wastewater

Year 1
$510,014

Year 2
$510,014

5.685
(17,314)

$498,386

Common Stock
Paid-In Capital
Retained Earnings
Total Equity

(20,363)
$489,651

Year 3
$552,014

19.634
(5,339)

$566,309

Year 4
$552,014

40,846
22,938

$615.799

Year 5
$592,474

69,323
65,146

$726,943

$ 258,578 35 282,893 $ 316,944 $ 325.731 $ 344,595
Liabilities and Deferred Credits
Advances in Aid of Construction
Long-Term Debt
Total Liabilities and Deferred Credits
Total Equity and Liabiltiy $748,229 $781,278 $883,253 $941,530 $1,071,538

Equity Percentage
Advances Percentage
Total percentage

65.44%
34.56%

100.00%

63.79%
36.21%

100.00%

64.12%
35.88%

t0000%

65.40%
34.60%

100.00%

67.84%
32.16%

100.00%


